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Dear Sir or Madem: CIN: EO: 32029 9

We have considered your sxemption application on Form 1024 as an organization
deacribed in section %01(c)(6) of the Internal Revenue Code of 1954.

The information cuitmitted disclosed that you were in eted on [N
H, under the not-for-profit laws of the Btate of Your purposes as oet
forth in Article III of the Articles of Incorporation are:

1. The consolidation and/or distribution of freight for the mesmbers
of the corporation, on a non-profit basis, for the purpose of
securing the benefits of carload, truckload or other volume freight
rates. The purpose shall have the meaning as wsed in U.8. Code,
Title 49, Bubtitle IV-Interstate Comserce, Section 10562 (3).

2. As incidental to the foregoing purpose, the corporstion msy:

A. Develop and promote an interchange umong its members of
ideas. methods and infermstion concerning traffic,
transportation and distritution matterss

B, IEncoursge and support the estadlishment and mmintenance
of just and ressonable transportation rates, charges and
practicess

Cs Purchase, ssll und lesse equipment and properiy of amy kindg

D. Borrow monay and in connsction therewith execute end deliver
evidences of indebtedvesa snd {nstrements of security;

E. Bolicit members of the corporaticus

F. Do any and all things which may be necessary in comnastion
with the foreguing insofar as the same are permitied by lav,

The application for recognition of exssption indicates that the primary sctivity
of the organization will be to "...gather less tian truck-losd sise shipments from
member companies, consolidate them into full truck loads, coordinate shipping and
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It further indicates that the pooling of shipmenta will result in lower truck
and rail rates for members and fees received fros mesber companie¢s will be
used to pay freight bills and administrative costa.

Bection 501(r)(6) of the Code provides for the exsmption from Federsl income
tax of business leagues, Chambers of Commerce, real astate boards, or boards
of trede, not organized for profit and no part of the net earnings of vhich

inures %o the benefit of any private shereholder or individual,

Bection 1.501(c)(6)~1 of the Income Tax Regulations provides that a business
league is an association of persons having some common business interest, the
purpose of which is to promote such common interest and not to engage in a
regular businecs of a kind ordinsrily carried on for profit. Thus, its actir-
ities should be directed to the improvement of business conditions of one or
more lines of busineas as distiunguished from the performance of particular
services for individual persons. An organisation whose purpose is to engage

in a regular business of a kind ordinarily carried on for a profit, even though
the business is conducted on a cooperative basis or produces only sufficiemt
income to be self sustaining, is not a buainess league.

Reverue Ruling 68-264, 1968-1 C,B. 264 states, in part, that an organisation
operating ag its primery activity a traffic buresu for mesbers as & service
in the shipment of their goods snd product comstitutes the pllrioxnnco of
particular services for its members and therefore does not qualify for exemp-
tion from Federal income tax ss a business lesgue under section 501(c)(6) of
the Code. The operation is a clear convenience and econosy to them in their
businesses, resulting in savings end simplified operations.

Revenue Ruling 74-308, 197h-2 C.B. 168 states, in part, that sn organization
operating as its primary activity an answering service to member towing coapanies
for an initial fee and monthly charge was providing the organization's members
with an economy and convenience in the conduct of their individual businessss

and thereby providing particular services for ita mewbers sz distinguished from
the improvement of busineass conditions in the towing industry.

Based on th: information available, it is our opinion that you do not qualify
for exemptiou from Federal income tax as an organization described in section
501{c)({6) of the Code because your activities constitute the performsnce of
particular services for members rather than prowmoting the commonibusiness
interest c:’ your members as a whole. Ascordingly, we propose to deny your
applicatiun for recognition of exemption from Federal income tax es an organi~
zation described in section 501(c)(6) of the Code.

We have considered your application under other subsections of 501{(c) of the Codle
ond you do not cqualify.

You are required to file Federal incoms tax returns anmually on Foram 1120,

If you are ir __.eement with our detersination, please sign snd retura the
enclosed Form 6018, Consent to Proposed Adverse Action.




You heve the right to pretest this propesyd determination if yeu believe that
it is incorrects 2o protest, you sheald sbxit a writtem giving the
fasts, law, and any other imformmtion to support yomr posi an .

in the enclossd Publication 832 (lev, 8-78), "Exsmpt Orgenisstion Appesl Pro-
cedures for Adverts Determinatiom," mquwh 3
days from the dste of this letiter and mmat be signed by
officers. zmqm.muu-mamwm’

at the Negional Office or, ::mm.-tqnwmems
Oftice., Jf you ars to bs repremsnted by somsons whe is met

oipall officers, he mst £ile s proper yowsr of atterney snd othervise qualify
under our Conference and Practice Jequiressnts oa «202
of the Statement of Prooedurel Mules. Mmmtcimnrk.m.‘

uuuucmmmummtmwm.mmm
becoms final,

This is a propsavd denial letter.
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